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USEEC 
US OECD 

E.O. 11652: NA 
TAGS: UNCTAD 

SUB J : SECOND PREPARATORY MEETING ON NATURAL RUBBER (NR) 
REF: A. GENEVA 419, B. GENEVA 420 

SUMMARY: SECOND UNCTAD PREPARATORY MEETING ON NATURAL 
RUBBER (NR) MAINTAINED POSITIVE AND CONSTRUCTIVE ATMOS- 
PHERE OF FIRST SESSION. RESULTS SATISFIE D INTERESTS OF 
BOTH SIDES BY PROVIDING PRODUCERS WITH EVIDENCE OF PROGRESS 
AND A TIME FRAME FOR MOVEMENT TOWARD THEIR OBJECTIVE OF 
ESTABLISHING A PRICE STABILIZATION SCHEME FOR NR, WHILE 
NOT COMMITTING CONSUMERS TO NEGOTIATIONS AT THIS TIME. 

END SUMMARY. 

1 . THE SECOND PREPARATORY MEETING FOR NATURAL RUBBER. 
ATTENDED BY MAJOR PRODUCING AND CONSUMING COUNTRIES, 
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JUNE 6 - 10, AGREED TO ESTABLISH A TASK FORCE WHICH WILL 
MEET AS REQUIRED TO CONSIDER AND ASSESS SPECIFIC ELEMENTS 
OF A POSSIBLE COMMODITY AGREEMENT AND OTHER FACTORS 
RELATING TO NATURAL RUBBER. NOVEMBER 1978 WAS ESTABLISHED 
AS A TARGET FOR THE TASK FORCE TO COMPLETE ITS WORK. THE 
TASK FORCE WILL FORMULATE CONCRETE RECOMMENDATIONS TO A 
THIRD PREPARATORY MEETING TO BE CONVENED NOT LATER THAN 
FEBRUARY 1978. AT THIS THIRD MEETING CONSUMERS WOULD BE 
EXPECTED TO INDICATE THEIR INTENTIONS TOWARD THE 
NEGOTIATION OF A RUBBER STABILIZATION AGREEMENT. 

2. WHILE NOT SPELLED OUT IN THE FINAL COMMUNIQUE, (SENT 
SEPTEL), THERE WAS AN INFORMAL CONSENSUS AMONG MAJOR 
CONSUMERS AND PRODUCERS THAT THE TASK FORCE WOULD HOLD 
TWO MEETINGS, ONE SESSION PERHAPS AS MUCH AS TWO WEEKS 

IN LENGTH IN LATE SEPTEMBER TO FOCUS ON THE TECHNICAL 
ASPECTS OF PRICE STABILIZATION, AND A SECOND IN LATE 
NOVEMBER TO FORMULATE RECOMMENDATIONS TO THE THIRD PRE- 
PARATORY MEETING. PRODUCERS INDICATED AN INTEREST IN 
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HOLDING ONE OF THE MEETINGS IN EAST ASIA, PROBABLY BANGKOK. 

3. THE MAJOR CONSUMER ATTITUDES AT THE MEETING SHOWED 
MARKED CONTRAST, WITH THE U.S. APPEARING MOST CONSTRUCTIVE, 
THOUGH NON-COMMITAL, THE JAPANESE ADOPTING A LOW POSTURE, 
CONTENT TO FOLLOW THE U.S. LEAD, AND THE EEC APPEARING BOTH 
CONTENTIOUS AND UNCOORDINATED. NORDICS WERE UNITED AND 
VERY SATISFIED WITH OUTCOME. SOVIETS KEPT A LOW PROFILE 
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BUT COOPERATED WITH OTHER INDUSTRIALIZED CONSUMERS. PRC 
ATTENDING AN UNCTAD COMMODITY MEETING FOR A SECOND TIME, 
MADE ITS USUAL SPEECH SUPPORTING LDC ASPIRATIONS AND CON- 
DEMNING IMPERIALISTS. 

4. MUTUAL SENSITIVITY TO EACH OTHERS INTERESTS PRIVIDED 
THE BASIS FOR THE CONSTRUCTIVE ATMOSPHERE WHICH PRE- 
VAILED BETWEEN PRODUCERS AND CONSUMERS THROUGHOUT THE 
MEETING. INDONESIA'S ALATAS, WHO AGAIN ASSUMED THE ROLE 
OF PRODUCERS' SPOKESMAN, INDICATED EARLY IN THE WEEK THAT 
PRODUCERS UNDERSTOOD THE DIFFICULTIES WHICH CERTAIN 
CONSUMERS WOULD HAVE WITH MAKING COMMITMENTS AT THIS 
TIME. USDEL (HEWITT) SERVED AS SPOKESMAN FOR CONSUMERS 
(INCLUDING MOST SOCIALIST COUNTRIES AND LDC CONSUMERS) 

AT THEIR REQUEST. HE MADE CLEAR THE CONSTRUCTIVE 
APPROACH OF CONSUMERS TO THE RUBBER DIALOGUE AND UNDER- 
STANDING OF PRODUCER DESIRE FOR TANGIBLE EVIDENCE OF 
PROGRESS, WHILE EMPHASIZING THE NEED FOR MORE DETAILED 
WORK BEFORE DECISIONS CAN BE TAKEN. BOTH PRODUCERS AND 
CONSUMERS EXPRESSED WARM APPRECIATION OF BALANCING ROLE 
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OF THE U.S. AT THIS MEETING. U.S. INDUSTRY ADVISORS 
ALSO SATISFIED WITH OUTCOME. 
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5. DETAILED TECHNICAL DISCUSSIONS TOOK PLACE JUNE 2 & 3 
IN AN INTERGOVERNMENTAL WORKING GROUP THAT PRECEDED THE 
PREPARATORY MEETING. (SUMMARY OF CONCLUSIONS SENT 
SEPTEL). THE ANRPC PRESENTED AN OUTLINE OF A GLOBAL PRICE 
STABILIZATION SCHEME, AND THERE FOLLOWED FOUR LENGTHY 
SESSIONS AT WHICH CONSUMERS INTENSIVELY QUESTIONED 
PRODUCERS. SOLE SPOKESMAN FOR PRODUCERS THROUGHOUT WAS 
MALAYSIA SEKHAR, CONTROLLER, MALAYSIAN RUBBER RESEARCH 
AND DEVELOPMENT BOARD. THE DISCUSSION CLARIFIED 
PRODUCER THINKING ON THE MAIN POINTS, INCLUDING THAT: 

- THE SCHEME WOULD REPLY PRIMARILY ON BUFFER STOCK 
OPERATIONS, SUPPLEMENTED, IF NECESSARY, BY SUPPLY 
RATIONALIZATION MEASURES; 

- A PRICE BAND WOULD BE ESTABLISHED FOR EACH GRADE OF 
RUBBER STOCKPILED; 

- PRODUCERS WOULD BE WILLING, AND BELIEVE IT TECHNICALLY 
FEASIBLE, TO DOUBLE NR PRODUCTION IN THE NEXT TEN YEARS 
(U.S. INDUSTRY ADVISORS ARE SKEPTICAL). 

NEVERTHELESS, THERE REMAIN IMPORTANT ISSUES ON WHICH 
PRODUCER THINKING IS STILL UNCLEAR; 

* WHY 400,000 TONS WAS SELECTED AS THE PROPOSED BUFFER 
STOCK SIZE; 

- FINANCING REQUIREMENTS AND MECHANISMS; 
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- INTENTIONS TOWARD HARMONIZATION OF NR AND SR PRODUCTION; 
HOW A REFERENCE PRICE WOULD BE DETERMINED AND FUNCTION; 

- WHEN PRODUCERS BELIEVE EXPORT CONTROLS TO DEFEND THE FLOOR 
PRICE WOULD BE INVOKED AND SUSPENDED. 

(PRODUCERS INDICATED IN CORRIDOR CONVERSATIONS THAT DETAILED 
NUMBERS IN PROPOSAL WERE ARRIVED AT THROUGH DEDUCTION 
RATHER THAN ECONOMETRIC ANALYSIS.) 

ALTHOUGH THE COMMUNIQUE OF THE PREPARATORY MEETING I .RAVES 
OPEN THE POSSIBILITY OF ALTERNATIVE PROPOSALS BY CONSUMERS, 

IT APPEARS LIKELY THAT THE ANRPC PROPOSAL WILL BE THE 
BASIS FOR THE WORK OF THE TASK FORCE. 

6. COMMENT: FROM U.S. POINT OF VIEW RESULTS OF MEETING 
APPEAR OPTIMAL. ALL OF OUR OPTIONS ON NEGOTIATIONS RE- 
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MAIN OPEN AND WE HAVE SUFFICIENT TIME TO COMPLETE 
EXTENSIVE ANALYSIS OF IMPLICATIONS OF PROPOSED STABILI 
ZATION AGREEMENT FOR U.S. INTERESTS PRIOR TO FACING A 
DECISION ON JOINING NEGOTIATIONS, AND ALSO ALLOW US TO 
DEVELOP COMPREHENSIVE U.S. POSITION INCLUDING ALTERNATIVE 
PROPOSALS IF DESIRABLE. WE ARE ALSO IN POSITION TO BEGIN 
LIMITED OFFICIAL USE 
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CONSULTATIONS WITH CONGRESS AND CONTINUE THOSE WITH U.S. 
INDUSTRY FROM AN EARLY STAGE IN THE PROCESS.SORENSON 
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